The purpose of study is to describe contradiction relationship between market orientation toward organizational performance and to provide a quantitative analysis, in which learning orientation, market orientation, entrepreneurial orientation, and innovativeness function as the key success factors in technology-intensive firms. The authors formulate a structural equation model to examine the relationship among these constructs. A structural equation model was designed to examine the relationship. To test the model, the authors conducted covariance structural analyses of data collected from 150 small medium enterprises in Banyumas Regency. The central finding is that learning orientation plays a mediating role in the relationship between market orientation and innovativeness.
Background
Small and medium enterprises (SMEs) demanded to develop market orientation concepts in their organizations in order to synchronize with the changing of business environment. Market orientation is a group of behaviors and processes or culture to create superior customer value (Narver and Slater, 1990; Keskin, 2006; Lin et al., 2008) . Several previous studies indicated better performer in some companies when they focus on market orientation with particular emphasis on flexibility and speed of response (Noble et al., 2002; Lee and Tsai, 2005; Keskin, 2006; Lin et al., 2008) .
Basically market orientation is the first step to response on environment business changing. Slater and Narver (1994) said that market orientation only gave impact on business performance when it was combined with learning orientation within of the company. Market orientation cannot positively influenced business performance without the ability of organization to use the information. Geus (1998) emphasize learning capability to learn faster from competitors for the sources of company competitive advantages. Baker and Sinkula (1999) argue the impact of market orientation and learning orientation synergy. They said a company with lower learning capability is supposed to be weak in market flexibility and less adaptive. Oriented learning company is not only gaining and spreading market information or using market knowledge to find a new way in customer service but also continuously able to investigate market development. Slater and Narver (1995) explain that maximizing business ability in market learning and creating market orientation become the beginning that requires further process in the form of ongoing learning process. Hardley and Mavondo (2000) ever mention that learning orientation has significant and positive impact on customers and competitors orientation. Based on the finding, the conclusion was then drawn that is level from learning orientation will influenced the relation between market orientation and business performance.
The other theory stated by Farrel (2000) , learning orientation is the source of company competitive advantages. Therefore company should facilitate learning organization process as the main priority in business. Attitude and management action are suppose to facilitate learning and market orientation. Furthermore both of them essentially need the spirit of innovation. That idea is based on the understanding that market implementation relies on the company capability to distinguish either their product or market activity is one step forward than the competitors so that innovative attitude will be created. There is a positive impact of overall market orientation on insurance firms' innovation degree and innovation performance in both the US and EU markets (Nora-Lado and Olivares, 2001) . Han et al (1998) in his research found that the nature of innovation provided a mediating relationship between market orientations and company performances.
A lot of research has been done in order to reveal whether market orientation created high performance in organization (Kara, 2005) . Several results have also proven stronger relation between market orientation and organization performance (Matsuno et al., 1994 , Greenley, 1995 ,l Ghosh et al., 19944, Speed and Smith, 1993 . In the other hand some of the researcher has revealed there is no such relation at all (Han et al. 1998, Jaworski and Kohli, 1993) .
Study in management and marketing support the relations among market orientations, learning organization, innovativeness and performance. However, that relation in SMEs is still low. The relations significance of four variables in big company cannot be generalized for SMEs (Keskin, 2006) . Therefore research to reveal relation among them in SMEs Should be done. This is aimed at examining the relations between market orientations and learning orientation as well as the impact on innovativeness improvement and SMEs performance. 
Literature Review and Hypothesis

Relations among market orientation, learning orientation and innovativeness
Market orientation essentially relates by creating something new or different in responding market condition (Jaworski and Kohli, 1993) . That statement is called as innovation. Han et al., (1998) and Hurley et al (1998) stated the innovation and successful of new product is a result of market penetration. They think that innovativeness is as a media of successful business in establishing organization knowledge and decision making process. Deshpande et al., (1993) found the influence of market orientation on company innovation. Kitchell (1995) , reported about information investigation actively by organizations will create innovativeness. Slater and Narver (1994) , viewed innovation as one of capabilities to create core value in supporting market orientation and company performance. Empirically Henard and Szymanski (2001) confirmed that market orientation contributed to the success of new product. Sinkula et al., (1997) states that learning orientation described the view of the importance of learning within the organization. Organizations that have a high degree of learning will have a strong commitment to learning (Sinkula et al., 1997) . The degree of learning orientation can be reflected from the view of the importance of learning within the organization (Sinkula et al., 1997) . The learning process plays an important role in the new paradigm theories of competitive advantage (Hunt and Morgan, 1995) . However, Sujan et al., (1994) stated that learning is viewed as an investment that will provide long-term benefits from the short term, so companies rarely to practice this development.
Concerning about the relation between learning orientation and innovativeness, Dickson (1996) , stated that a good learning environment in organization will improve the using of company resources effectively. Furthermore stated Mulen and Lyles (1993) , stated that orientation in organizational learning simultaneously will improve efficiency and effectiveness of the company innovation activity. Companies are supposed to force employee to absorb knowledge continuously and manage internal knowledge system when it becomes the key factor that is able to combine learning organizations and innovation activity (Drucker, 1993) .
The other argument by Hult et al. (2004) explain that learning orientation will occur in company culture level and there is probability to be mediated by the factors that have direct influence to business performance. Argyris and Schon (1978) as well as Fiol and Lyes (1985) stated that learning orientation will create a new behavior and finally influence the improvement of business performance. Sinkula (1994) defined learning as knowledge addition to improve level of it. Calatone et al. (2002) showed the relations between learning innovation orientation and business performance. Learning orientation is believed to be one of key factors of market orientation and innovativeness (Zhang et al., 2004) . It has also significant impact to organization performance.
In a relation with the connection between market orientation and learning orientation, learning orientation mean organizational capability opposing classic assumption on market. Market orientation means organization focus to environment changing that impacted to the ability to maximize consumer satisfaction (Hardley and Mavando, 2000) . The major differentiation both of the concepts is learning organizational using their knowledge based on the market to improve consumer satisfaction (Mavondo, 2000) . In 1993 Dogdson implied that learning organization able to facilitate external trade out process in company effectively. For example, consumer preference and technology of product. The improvement of learning capability will increase probability of one company to absorb and implement a new knowledge (Cohen and Levinthal, 1990) . Hurley and Hult (1998) viewed that learning orientation as a fundamental to build innovation oriented culture.
Farrel (200) as well as Slater and Narver (1995) stated, market oriented organization will provide culture frame from learning orientation to be developed by company. Baker and Sinkula (1999) stated that market orientation will facilitate adaptive learning for company. In extreme condition learning organizational is the fundamental market orientation, because the approach directed on the market can appear when companies learn to learn (Day, 1994) . Learning organization and market orientation are interdependent. According to explanations the hypotheses are: H1: Market Orientation has positive influence on learning orientation H2: Market orientation has influence on innovativeness H3: Learning orientation has positive influence on innovativeness
Relation among market orientation, learning orientation, innovativeness and business performance
Innovation is the changing in organizations. It is response to adapt from environment changing or as an effort to anticipate environment influence, and reach competitive advantages as well as company performance improvement (Hult et al., 2004) . Administrative innovation practice can be integrated into business operation models in order to improve business performance (Han et al., 1998) . Bharadwaj et al., (1993) suggested that the company's ability to continue innovating on its products will keep the product remains in accordance with the wishes and needs of customers. Verhess and Meulenberg (2004) states that product innovation has a positive relationship with a variety of product appeal. According to Slater (1997) companies who use the benefits of differentiation and cost advantage will continuously creates added value for customers, in both short and long term, so the relative performance of the company will be better than its competitors through customer satisfaction and loyalty .
Market orientation is a group of behavior and activity as a basic of decision making or part of organizational culture (Hurley and Hult, 1998) . Generally market orientations have positive influence to company performance (Despahande, 1999; Pelham, 2000; Behesti, 2004 and Bose, 2004) . In 2004 Verhees and Meulenberg examine relations between market orientation and company performance with innovation treatment as instrumental variable. The result indicates that market orientations have influence to company the performance improvement. Some researchers conclude that market orientations can be influenced directly on business performance or indirectly through innovations. Furthermore a company with high level learning orientations will trigger its employees to be innovative (Perrin and Sampaio, 2003) . On the other hand it will lead company development to supreme performance (Hurley and Hult, 1998) . Therefore market orientations and learning orientations will influence directly to business performance or indirectly trough innovations. Based on that ideas author present the following hypothesis: H4: Market orientation has positive influence on business performance H5: Learning orientation has positive influence on business performance H6: Innovativeness has positive influence on business performance
Methodology
Research Design
Quantitative approach was used in this research. It is confirmatory research; because this research begins with hypothesis or questions research and involve an exact procedure and specific data sources (Hartono, 2004) . Data collection was conducted by survey. Based on time dimension, this research was included in since it was done once (Hartono, 2004) . Unit analysis of this study is SMEs.
The population is SMEs in Banyumas regency. The sampling method is non probability sampling with convenience sampling method. The amount of samples is 200 companies. Those numbers already fulfil the requirements of minimum sample to be analyzed with SEM (Structural Equation Modeling) that is five observations for each parameter estimation. For this research the amount of the estimation is 30 so minimum samples is 150. We used prime source directly from research resources (Cooper and Schinder, 2006) . Data collection was obtained from survey by spreading questioner to the owner of SMEs in Banyumas regency. It was done on September until November 2010.
Measurement and Data Analysis
Market orientation is company orientation related to the effort to follow market sense and consumer needs in process production (Narver and Slater, 1990; Lin et al., 2008) . This variable is measured by 15 questions divided into three categories, they are: competitor oriented, consumer oriented and function intern coordination. Learning orientation is the way of company to commit in problem solving systematically (Slater and Narver, 1995; Calantole, 2002; Lin et al, 2008) . Innovativeness here means openness mind for new ideas that becomes a part of organization culture related to willingness to run business. This variable was measured by 5 questions adopted from: Calontone et al, 2002; Keskin, 2006 and Lin et al. 2008 . Performance comes from company operations (Lin et al. 2008) . Company performance scale measurement was adopted from Keskin, 2006 and Lin et al. (2008) . Research subject come from every SMEs with different field. Therefore company performance measurement used relative performance measurement: market share growth, sales growth and profitability (Calonte et al. 2002; Keskin, 2006; Lin et al; 2008) . Variable measurement instrument used data interval measurement which is refinement of semantic scale that we expect the result is internally scaled data (appendix 1), with the process by putting two extreme categories (Ferdinand, 2005) . To examine model and hypothesis Structural Equation Modelling (SEM) Analysis was used.
Results
Validity and Reliability Test
Based on confirmatory analysis, thirteen indicators in the market orientation variables and seven indicators on the organizational learning variables have factor loading above 0.5 so that all the indicators in those variables were valid. (Hair et al., 1998) . The fifth indicator of the five indicators on innovativeness variables and fifth indicators of the six indicators on business performance variable have a factor loading below 0.5 thus these indicators were not valid and should be excluded from the analysis. Based on the value of variance extract all variables above 0.5, and construct reliability above 0.7 so that all variables were reliable (Table 1) 
Goodness of Fit Model
Testing empirical model is only able to meet criteria on adequate of fit, with a value of Chi-square = 1165.553, probability = 0.000, RMSEA = 0120, GFI = 0.638, AGFI = .575, Cmin / DF = 3.142, TLI = 0.770, CFI = 0.790, and GFI = .638. Goodness-fit value, can be increased based on the modification index output result, if done the covariance between the error is done it will lower the value of chi-square test. (but the linking error must be explained by theory.) Researchers do not employ revision model, because based on the analysis of modification index, covariance relationships among variables have been reviewed theoretically.
Hypothesis Test and Discussion
Hypothesis test was done by using Structural Equation Modelling (SEM) of which results are listed in Figure  Based on figure 1 explained the path coefficient value. Path coefficients and significance can be seen in table 2.
Based on table 2, it shows the path coefficient variable of learning orientation to learning is 0.767. It means there is a positive influence on the variables of market orientation to learning orientation, or the better market orientation, the learning orientation will also be better. The nature of these positive effects are significant, this is indicated count value CR = 5.564. CR count value is higher than the CR table (table t) at the 95 percent of confidence level (one end). Therefore first the hypothesis which state market orientation has a positive effect on learning orientation is accepted.
The results are supported by the research of Farell (2000), Slater and Narver (1995) which stated that a market-oriented organization will provide a cultural framework of learning orientation that can be developed by the company. Besides, this research is also supported by the Zhang et al., (2004) who explained that learning orientation is one of the key factors for market orientation and innovativeness. This research also has the same idea with Baker and Sinkula (1999) when they stated that market orientation will facilitate adaptive learning for the company. Indirectly this research also in accordance with the Bel et al., (2002), Baker and Sinkula (2002) stated that organizational learning and market orientation are interdependent and mutually synergized.
Path coefficient of market orientation variable to innovativeness is 0.413. It means there is a positive influence of market orientation to innovativeness variable, or the better of the market orientation, the better innovativeness will be. The nature of these positive effects are significant, as indicated on CR value = 4.022. CR count value is higher than the CR table (table t) at the 95 percent of confidence level (one end). Therefore second hypothesis market orientations have an influence on innovativeness is accepted.
The results were also supported by Jaworski and Kohli (1993) statement in which market orientation is essentially connected with creating something new or different in response to market conditions. In the other hand research Deshpande et al., (1993) who found the effect of market orientation on company innovation have same perception with the result. Moreover it is also consistent with Kitchell (1995) which stated that the search information proactively made the organization will produce innovativeness organization concerned. Clearly it is supported by research of Hernard and Szymanski (2001) that empirically confirmed that the market orientations contribute to the success of the company's new product.
Path coefficient of learning orientation variable to innovativeness is 0.445. It means there is positive effect from a learning orientation to innovativeness variable, or the better the learning orientation, the better innovativeness. The nature of these positive effects are significant, as indicated count value CR = 3.786. CR count value is higher than the CR table (table t) at the 95 percent of confidence level. Therefore the third hypothesis stating that learning orientation has a positive influence on innovativeness is accepted.
The results are supported by the research of Dickson (1996) which stated that a good learning environment in the organization will improve the effectiveness of using all the resources companies, including activities for market orientation and innovation. Moreover it is also supported by Mulen and Lyles research (1993) which stated that organizational learning orientation continuously will improve the efficiency and effectiveness of corporate innovation activities. Firmly it also consistent with research of Perin and Sampaio (2003) which stated that company with high levels of learning orientation will encourage employees to innovate. This research also supports the research of Hurley and Hult (1998) which stated that learning orientation will lead the development of the company on the superior performance.
Path coefficient of market orientation variable to business performance is 0.229. It means there is no positive effect on the variables of market orientation to business performance. The nature of these positive effects are not significant, indicated by value of CR count = 1.840. CR count values are lower than the CR table (t table) at 95 percent of confidence level. Therefore fourth hypothesis which states the level of the company's market orientation has a positive influence on business performance is rejected.
The result did not support the research conducted by Farell (2000) , Slater and Narver (1995) which stated that a market-oriented organization will provide a cultural framework of learning orientation that can be developed by the company. Moreover it also contradict the research by Deshpande, 1999; Pelham, 2000; Behesti, 2004; Bose, 2004 declaring the market orientation has a positive influence on the performance of both large and small companies.
The difference results of this research can be explained that market orientation is unable to directly improve business performance without innovation variable as a media. Besides it can improve business performance when it is integrated with organizational learning as proposed by Bell et al., (2002) and Baker and Sinkula (2002) stated that organizational learning and market orientation are interdependent and mutually synergized. Verhees and Meulenberg (2004) examine the relationship between market orientation and company performance with the treatment of innovation as an instrumental variable.
Path coefficient of learning orientation variable to business performance is 0.123. It means there is no positive effect of variable orientation learning to business performance. The nature of these positive effects is not significant, as indicated count value CR = 0.985. CR count values are lower than the CR table (t table) at 95 percent of confidence level. Therefore the fifth hypothesis which states levels of learning orientation has a positive influence on company business performance is rejected.
Declination of this hypothesis can be explained that the learning organization cannot directly improve the performance of the organization but it must go through other variables that may intervene between organizational learning with business performance, as stated by Hult et al., (2004) stating that learning orientation occurs especially at the level of corporate culture and possibilities to be mediated by factors that impact directly on business performance. Then Calantone et al., (2002) states that the connection between innovation learning orientation and business performance. Learning orientation is one of the key factors of market orientation and innovativeness (Zhang et al., 2004) . In line with Dodgson (1993) stating that learning orientation is able to facilitate the company for effectively external exchanges, such as consumer preferences, product technology. The increase of learning capability will absorb and assimilate new knowledge (Cohen and Levinthal, 1990) . Hurley and Hult (1998) viewed that learning orientation is as a pioneer to build a culture that leads to innovation.
Path coefficient of innovativeness variable to business performance is 0.387. It means there is a positive influence of innovativeness to business performance. The nature of these positive effects are significant, as indicated by count value CR = 3.091. It is higher than the CR table (table t) at the 95 percent of confidence level. Therefore the sixth hypothesis that states the level innovativeness companies have a positive influence on business performance is acceptable.
The results support the research of Hult et al., (2004) who found that innovation means a change in the organization. Innovation is a response to adapt from environmental changes or as an effort anticipated to affect the environment, and achieve competitive advantage and improved company performance. Besides, it also supports the research of Han et al., (1998) arguing that both the administrative innovations and technical can be integrated into business operations model to improve business performance.
Conclusions and Recommendation
Market orientation has a positive effect on learning orientation and innovativeness SMEs, whereas learning orientation influence to innovativeness. Innovativeness has a positive impact on business performance. Recommendations To improve the business performance of Small and Medium Enterprises (SMEs) should always increase the degree of market orientation by gathering customer information, competitor information and continuously make coordination among functions; it is because market orientation is proven to encourage learning orientation and innovativeness, it can be a source of advantages for SMEs to improve business performance.
Limitation and Future Research
This research has limitations on the level of model accuracy that is still low (marginal). Since the respondents have different background both in the SME business sector and educational background, the answer becomes very heterogeneous. Future research should be done by selecting more homogeneous subjects and involving moderating competitive environment variables.
For future research, it can be conducted on SMEs with the same type of industry in order to improve the accuracy of the model. However, it can also be done by adding variable business environment and company size as a moderating variable.
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